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Introduction
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Department of Health and Human
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The federal legislation reauthorized
TANF and requires states to increase
their efforts to reduce welfare
dependency and move able-bodied
recipients towards self-sufficiency through work-related activity. Failure to meet work
participation rate (WPR) requirements can result in a penalty equivalent to a reduction of
five percent of a state’s TANF block grant. These new requirements are effective October
1, 2006.

Background

The original welfare reform legislation signed in 1996 replaced the Aid to Families with
Dependent Children (AFDC) program with TANF. The new TANF program radically altered
the basic tenets of welfare. Able-bodied recipients would no longer simply receive
handouts, but would instead be required to work or prepare for work in exchange for
benefits.

The 1996 welfare reform required states to move recipients towards work. States have to
make sure that 50 percent of recipients participate in work activities. However, the law
allows states to receive a “caseload reduction credit”, recognizing that successful work
programs cause welfare caseloads to drop. For example, if a state reduces its welfare
caseload by 30 percent, its adjusted work participation rate requirement is only 20
percent (50 percent required work participation rate minus the 30 percent caseload
reduction credit).
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As most states experienced dramatic caseload declines, the caseload reduction credit
virtually eliminated the work participation rate requirements for most states. Table 1,
which shows California’s work participation rates from 2001 through 2005, illustrates this
phenomenon.

Table 1: California’s Work Participation Rate (WPR)

2001 2002 2003 2004 2005
Required | 45.0% 50.0% 50.0% 50.0% 50.0%
WPR
Caseload
Reduction | 38.6% 43.3% 44.2% 46.1% 44.9%
Credit
(CRO)
Adjusted | 6.4% 6.7% 5.8% 3.9% 5.1%
WPR
Actual 25.9% 27.3% 24.0% 23.1% 23.9%
WPR

In an absurd way, welfare reform was too successful. Caseloads dropped far more rapidly
than expected. As a consequence, states’ efforts to reduce dependency and increase
employment came to a standstill. For the last four years, the national TANF caseload has
remained virtually unchanged.

The TANF reauthorization attempts to jump start states’ efforts to move recipients to
work. While the new law maintains the same 50 percent work participation rate
requirement, it recalibrates the base year for calculating the CRC. The CRC will now be
calculated using 2005 caseload levels. In other words, if California does not reduce its
CalWORKS caseload below 2005 levels, its caseload reduction credit will be zero.
California now must engage a significantly higher percentage of its caseload in work or
work preparation activities, or face the possibility of losing TANF funding.

The Challenge: Improve Work Participation Rates

As previously mentioned, California must improve its work participation rate or face
penalties and loss of TANF funding. The Legislative Analyst’s Office states that a five
percent penalty would be approximately $173 million annually. What is California doing to
get CalWORKS recipients to work and avoid loss of federal funds?

The recently signed 2006-07 budget contains several new initiatives designed to improve
California’s work participation rate and assist CalWORKS families in achieving self-
sufficiency, including:

e CalWORKS Improvement Initiative — The budget contains $90 million for counties to
implement strategies to improve their work participation rates based on local needs
assessments. Counties are required to submit comprehensive plans to implement specific
activities designed to improve work participation.

= Pay for Performance — The budget includes an incentive program that rewards counties



that meet specific CalWORKS program outcomes. Current year performance will be
measured against the previous year (2005-06). Incentive payments will be based on
employment rates, modified work participation rates, and job retention rates.

e County Administrative Augmentation — The budget contains $140 million in recognition
that counties need to dedicate more resources to case management, transportation, and
employment services in order to increase work participation rates.

Additionally, in response to the passage of the federal legislation, the Department of
Social Services (DSS) convened a TANF Reauthorization Stakeholder Workgroup earlier
this year. The workgroup has been meeting regularly to assess the implications of the
federal regulations and the state’s statutory response.

Conclusion

While the new work participation rate requirements become effective October 1, 2006,
they allow for a one-year implementation period as long as the state submits its work
verification plan by October 1, 2006. However, California cannot wait until the last minute
to make achieving its work participation rates a priority. Both the Governor and the
Legislature must take an active continued interest in this endeavor. To do otherwise will
place hundreds of millions of dollars in federal funding at risk.
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